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Thailand Strategy 
"When elephants fight, the grass gets hurt"…but 
not before a surge in investment 
 

Why Trump's Economic Plan matters for emerging markets such as Thailand 
We have a blue print for new US Administration's economic policies. It was set out on 
29 September 2016, in a paper authored by Peter Navarro and Wilbur Ross. The focus 
is on creating manufacturing jobs and reducing the US trade deficit. The paper 
attributes the loss of manufacturing jobs to push factors such as high taxes and heavy 
regulation and the pull factor of "unfair trade practice like the lure of undervalued 
currencies and the availability of illegal export subsidies". The paper states, "If, 
however, the [trade] cheating does not stop, Trump will impose appropriate defensive 
tariffs to level the playing field". IF they were to be imposed, it is hard to present this as 
anything other than negative for a relatively small, open economy such as Thailand, all 
other things being equal. Trade as a % of GDP exceeds 140%. However, we have been 
here before, and all other things are not necessarily equal. 

We have been here before. In the 1980s, it resulted in a surge in investment 
In the mid-1980s, similar to today, the US was running twin deficits. Even though the 
overall economy was very strong (real GDP growth in 1984 was a stellar 7%) it created 
problems for American manufacturers which struggled to compete. This ultimately 
resulted in the Plaza Accords in 1985. In 1985-87, the US dollar fell from 263 vs the 
Japanese Yen to 123. An unintended consequence of this was the surge in outsourcing 
by Japanese companies, which provided an enormous boost to growth in ASEAN. 
Inward FDI into ASEAN increased from US$1bn in 1985 to US$21bn by 1996. For 
Thailand, total investment increased from 27% of GDP to 42%, and for 10 years from 
1986-96 Thailand was the fastest growing economy in the world. Could we see a 
repeat of the 1980s? History rarely exactly repeats itself but it does have a rhythm. 

An acceleration in investment was quite likely anyway 
Leading indicators of inward FDI from China have anyway been rising. The number of 
applications by Chinese companies for BoI applications have doubled over the past 
three years, and the number of Thai work permits issued to Chinese nationals have 
increased by 50% over the same period. For Japanese companies, the largest current 
source of inward FDI in ASEAN, in one recent survey 50% of respondents said they 
would consider risk diversification away from China into other countries and regions. 
One reason is wages. Based on data for 4Q16, the average annual salary for a 
manufacturing worker in China is 50% higher than Thailand and double the average 
for the 'VIP countries' (Vietnam, Indonesia and the Philippines). Notwithstanding 
whether we are right on FDI, we believe investment in Thailand would anyway have 
accelerated as the Thai government invests heavily in infrastructure to stimulate 
investment which has been largely moribund for the past 20 years. A key plank of its 
policy is the 'Eastern Economic Corridor' (EEC) initiative. We feature the details in this 
report. We believe you will read a lot about the EEC over the next 12 months. 

Overweight investment sensitive stocks; underweight consumption 
We are cautious on the outlook for the broad SET Index because of rising bond yields 
and current relatively low equity risk premium (our SET Index target of 1,580 is at the 
low end of consensus). However, we believe overweighting stocks which benefit from 
an increase in investment and relatively strong commodity prices can generate 
outperformance. And, if we are right on our thesis, we could see earnings upgrades 
which should boost gains. Our full list of most preferred names is: IRPC, Kasikornbank, 
PTT Public, Siam Cement, Sino-Thai Engineering, Supalai, TMB bank and Total Access. 
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On 29 September 2016, Peter Navarro and Wilbur Ross published a White Paper 
entitled "Scoring the Trump Economic Plan". Given the authors, the paper's 
comments on trade cannot be simply dismissed. Peter Navarro will lead the new 
White House National Trade Council and Wilbur Ross was recently confirmed as 
the new US Commerce Secretary. 

Trump's Economic Plan focuses on the critical role in the economy of 
manufacturing jobs. The White Paper states that "since the era of globalization, 
manufacturing as a percent of the labour force has steadily declined from a peak 
of 22% in 1977 to about 8% today". It blames this not on technology (it notes 
that the proportion of manufacturing jobs in Germany and Japan are still 20% and 
17%, respectively), but on push factors of high taxes and heavy regulation and the 
pull factor of "unfair trade practice like the lure of undervalued currencies and the 
availability of illegal export subsidies." 

The White Paper states: "A Trump Administration will not tolerate [trade] cheating 
by any nation. If America’s trading partners continue to cheat, President Trump will 
use all available means to defend American workers and American manufacturing 
facilities from such cheating, including tariffs. Tariffs will be used not as an end 
game but rather as a negotiating tool to encourage our trading partners to cease 
cheating. If, however, the cheating does not stop, Trump will impose appropriate 
defensive tariffs to level the playing field." 

The White Paper argues that "Trump’s goal is not to reduce overall trade flows but 
rather increase them. Through tough, smart negotiations, he will improve our 
trade deals, increase our exports, and displace some goods we now currently 
import with products made in America….Trump proposes eliminating America’s 
$500 billion trade deficit through a combination of increased exports and reduced 
imports." 

The US currently runs trade deficits with a number of countries, but by some 
distance the largest – and the one which has shown the greatest deterioration 
since 1999, is with China.  

Figure 1: US balance on goods and services, by country 1999 & 2015 (US$m) 

 
Source:  US Bureau of Economic Analysis 
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A blue print for economic policies 
of the new US administration. 
Why we should all take it 
seriously 

The emphasis is on creating 
manufacturing jobs 

If countries "cheat", President 
Trump will "impose appropriate 
defensive tariffs" 

The goal is to eliminate the US's 
US$500bn trade deficit 

The US currently runs a trade 
deficit with China of approx. 
US$1bn per day 
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Figure 2: US balance on goods and services, 1999 - 2015 (US$m) 

 
Source:  US Bureau of Economic Analysis 

Why Trump's Economic Plan matters for emerging markets 
such as Thailand 

As a relatively small, open economy, Thailand stands to be negatively impacted by 
any reversal of globalisation. Gross exports as a % of GDP for Thailand for 2015 
were 75%. The contribution has increased significantly compared to the period 
prior to the Asian financial crisis in 1997. 

Figure 3: Thai gross exports as a % of GDP (%) 

 
Source:  CEIC, Haver, UBS 

The destination for Thai exports has changed considerably over the course of the 
past 10 years, due to reduction in tariffs within ASEAN, rapid growth in 
neighbouring countries and increasing regional connectivity. One quarter of total 
Thai exports now go to ASEAN ex Singapore (we exclude Singapore because of the 
high proportion of goods which are re-exported; it is not reflective of actual end 
demand). For Thailand's other major trading countries and regions, the split of 
exports is relatively similar: 11% of Thai exports go to each of the US and China, 
10% to the EU and 9% to Japan.  
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As a relative small, open 
economy, Thailand stands to be 
negatively impacted by any 
reversal of globalisation 

Thai exports are relatively 
diversified, with the largest % 
now into other ASEAN countries 
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Figure 4: Thai exports classified by country, 2015 (US$m) 

 
Source: Bank of Thailand, using data provided by the Thai Customs Department 

Over the past five years, ex ASEAN, Thai exports in US$-terms to our major trading 
partners have been flat or falling, except for the US. Thai exports to the US have 
risen by approximately 20% over the past five years and are at an all-time high. 

Figure 5: Thai gross exports, by country 1995-Nov 2016 (US$m) 

 
Source:  Bank of Thailand, using data provided by the Thai Customs Department 

Thailand also has a significant - and growing - trade surplus with the United States. 
If we annualise data for the first 11 months of 2016, Thailand had a trade surplus 
of US$13bn with the United States. This compares to a trade deficit of US$19bn 
with China. Sino-Thai trade represents the single largest deficit Thai runs with any 
one country or region; historically it had always been Japan.  
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However, Thailand does have a 
relatively large – and growing – 
trade surplus with the US  
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Figure 6: Thai trade balance, by country 1995-Nov 2016 (US$m) 

 
Source:  Bank of Thailand, using data provided by the Thai Customs Department 

Thailand's largest exports to the US are hard disc drives, followed by rubber 
products and jewellery. Vehicles and parts rank fifth.  

Figure 7: Thailand's largest exports to the US, 2013-2016 (US$m) 

 
2013 2014 2015 2016 % share YoY growth 

 
(US$m) (US$m) (US$m) (US$m) (%) (%) 

Automatic data processing machines and parts 4,230 4,503 4,910 4,893 20% -0.3% 

Rubber products 1,557 1,541 1,702 1,969 8% 15.7% 

Precious stones and jewellery 1,320 1,360 1,310 1,259 5% -3.9% 

Radio-broadcast receivers, television receiver and parts 1,027 1,412 1,552 1,050 4% -32.4% 

Motor cars, parts and accessories 434 629 672 888 4% 32.0% 

Prepared or preserved fish, crustaceans, molluscs 1,181 1,119 920 864 4% -6.1% 

Articles of apparel and clothing accessories 1,018 1,000 953 850 3% -10.9% 

Prepared or preserved fruits 553 585 698 766 3% 9.7% 

Electronic integrated circuits 664 635 637 702 3% 10.1% 

Machinery and parts thereof 595 671 821 697 3% -15.1% 

Teleprinters, telephone sets and parts 810 616 553 600 2% 8.4% 

Other electrical equipment and parts 689 619 617 587 2% -4.9% 

Iron and steel and their products 430 424 485 532 2% 9.7% 

Semi-conductor devices, transistors and diodes 31 27 75 484 2% 541.7% 

Fresh, chilled or frozen shrimps, prawns and lobster 365 314 261 429 2% 64.3% 

Plastic products 345 382 374 392 2% 4.9% 

Rice 457 446 411 376 2% -8.4% 

Air conditioning machines and parts 265 334 286 302 1% 5.5% 

Rubber 417 301 252 277 1% 9.9% 

Spark-ignition reciprocating internal combustion engines 208 204 232 273 1% 17.7% 
 

Source:  Information and Communication Technology Centre, with Cooperation of The Customs Department 
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The data only captures direct exports to the US of 11%. There are obviously 
significant indirect exports. In a recent conversation with a government official, he 
suggested the total value of Thai exports (direct and indirect) could be 22%. In 
addition to this, Thai exports to other countries would obviously also be impacted 
if we witnessed a slowdown in demand due to weak global trade.  

In short, it is hard to present a trend towards rising protectionism as anything 
other than ultimately negative for an open-economy such as Thailand. However, 
history teaches us that it can also lead to positive mitigating factors, at least in the 
near-term.  

The world has been here before. In the 1980s, it resulted in 
the Plaza Accords 

The White Paper itself makes reference to the fact that Trump' Economic Plan has 
been accused of being protectionist. There are echoes of the protectionist rhetoric 
in the 1980s which ultimately led to the Plaza Accords. The Accords were so-called 
because the deal was signed at the Plaza Hotel in New York in September 1985. 

In the mid-1980s, similar to today, the US was running twin deficits, fiscal and 
current account. Even though this was contributing to relatively strong growth for 
the US economy overall (US GDP had expanded by 7% in real terms in 1984), it 
was creating problems for American manufacturers who were struggling to 
compete.  

By 1985, the US current account deficit expanded to US$161bn, or 3.3% of GDP. 
The group of five industrialised nations agreed to allow the US dollar to depreciate 
against the Japanese Yen and the Deutsche Mark. The dollar had been 
depreciating anyway, but coordinated central bank intervention accelerated this 
trend. Between February 1985 and December 1987, the USDYEN declined from 
263 to 123. The dollar also depreciated against the Deutsche Mark and Sterling. 
Whilst the US continued to run a trade deficit with Japan, the overall US trade 
deficit was eliminated by 1991. 

Figure 8: USDYEN 1980-1989 

 
Source:  Bloomberg 

Total Thai exports to the US 
(direct and indirect) are estimated 
to be approx. 22% 

The White Paper itself makes 
references to accusations of 
protectionism… 

…We have been here before. It 
resulted in the Plaza Accords in 
1985. 
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However, since 1991, the US trade deficit has expanded again, and at US$460bn 
for 2015 it is considerable larger than at the time of the Plaza Accords in 1985. 
Albeit, relative to GDP, the deficit is narrower (at 2.6%) and is significantly 
narrower than 2006, when the US trade deficit was US$807bn. Thus, here we are 
again. 

Figure 9: US trade balance in goods and services, 1970-2015 (US$m) 

 
Source:  US Bureau of Economic Analysis 

How the Plaza Accords were the catalyst for an investment 
boom in ASEAN 

An unintended consequence (we presume) of the Plaza Accords was the surge in 
outsourcing by Japanese companies, which provided an enormous boost to 
growth in ASEAN. It ultimately, and abruptly, ended in 1997, but not before 
millions had been raised out of poverty, new industries emerged and asset prices 
rose sharply.  

Inward FDI into ASEAN ex Singapore rose from US$1bn in 1985 to US$21bn by 
1996, immediately prior to the Asian Financial crisis. As a % of global inward FDI, 
it peaked in 1992 at 6.5%. (We exclude Singapore because many companies divert 
FDI via subsidiaries in Singapore and therefore to include it would be double 
counting).  
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This was successful in eliminating 
the US's trade deficit, only for it 
to expand again due to 
globalisation 

An unintended consequence of 
the Plaza Accords was an 
investment boom in Thailand and 
ASEAN 

FDI into ASEAN (ex Singapore) 
grew from US$1n in 1985 to 
US$21bn by 1996 
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Figure 10: Inward FDI into ASEAN ex Singapore, 1980-1996 (US$m) 

 
Source:  IMF, UBS 

Initially, Thailand and Malaysia were the largest beneficiaries of this inward 
investment. This changed in the 1990s but it the meantime it proved to be the 
catalyst for a broad acceleration in investment. 

Figure 11: Inward FDI into ASEAN, by country 1980-1990 (US$m) 

 
Source:  IMF 

Thai gross fixed capital formation as a percentage of GDP rose from 27% in 1985 
to 42% in 1991. From 1985 up until 1996, Thai real GDP growth averaged 9%. 
The peak was 13% in 1988. 

Due to both global and Thai-specific factors, we are not expecting a surge in 
investment or growth of a similar magnitude. Thailand is more mature now, the 
country is older (the median age is now 38), leverage is much higher and there is 
excess capacity in a number of industries (both locally and globally).  
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Initially, Thailand and Malaysia 
were the largest beneficiaries… 

…This was the catalyst for a 
broad surge in investment 
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However, we argue it is possible for a shift in the share of FDI between China and 
ASEAN (it was starting to happen anyway). And together with significant planned 
infrastructure spending (the largest in a generation) we can see a recovery in 
investment, which has been generally moribund for most of the past 20 years. 

Figure 12: Thailand growth in GDP and investment, 1980-1996 (%) 

 
Source:  World Bank  

The pivotal question: could history repeat itself, albeit on a 
more modest scale? 

To the extent that China runs the largest trade surplus with the US (in excess of 
US$1bn per day) and to the extent that the aforesaid White paper singles out 
China on trade, we restrict ourselves to focussing on the possibility of a shift in FDI 
flows from China to ASEAN. This could either be Chinese companies investing 
overseas or multinational companies from third party countries (e.g. Japan) who 
choose to favour manufacturing in ASEAN instead of China. 

Firstly, to directly address the experience in 1985-87, is there any evidence that the 
Chinese authorities would agree to a sudden and large re-valuation of their 
currency the way Japan did? To date, we would argue no. In fact, over the past 
three years, the Chinese Yuan has been depreciating versus the US dollar, 
unwinding approximately half of the appreciation we had witnessed in 2005-2014.  

Baring a surprising piece of negotiation by the new US administration, we are not 
expecting this to change. This represents a key difference from the 1980s. UBS's 
forecast is for this trend to continue, with the Yuan gradually depreciating to 7.3 
vs the US dollar at the end of 2017 and 7.5 at the end of 2018.  

However, the White Paper floats the possibility of imposing 'defensive tariffs" if 
countries are guilty of currency cheating. This could have a similar effect as an 
appreciation in the value of the currency. We have no way of knowing if this is 
ever likely to happen. However, if the weight of evidence suggests that the 
probability is sufficiently high (we question how high is high enough?) then it 
could still have an impact on investor behaviour. 
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We are not expecting a repeat of 
the excesses of 30 years ago, but 
we do believe some acceleration 
in investment is likely  

We focus on the impact of change 
in China because that is where 
the White Paper focuses 

There is no evidence that China is 
prepared to let its currency 
appreciate; if anything, the recent 
evidence is the reverse 

What about the prospects for 
"defensive tariffs' which could 
alter the competitiveness of 
Chinese manufacturing? 
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Figure 13: Chinese Yuan vs the US$ 2002-2017  

 
Source:  Thomson Reuters Datastream 

Notwithstanding whether the Chinese Yuan appreciates against the US dollar or 
not, it has already appreciated against most alternative manufacturing centres in 
ASEAN over the past 15 years. The greatest appreciation has been versus the 
Indonesian Rupiah and the Vietnamese Dong. The exception is Thailand. We 
believe this is because the Thai current account has benefitted from the rapid 
growth in Chinese tourists to Thailand. Since 2009, their number has increased 
from 800,000 to 9m. 

Figure 14: ASEAN currencies and the Yuan vs. the US$ (rebased in 2002) 

 
Source:  Thomson Reuters Datastream 

In addition to currency movements, wage inflation over the past 15 years has 
contributed to significant wage differentials. Compared to a number of alternative 
manufacturing locations, wages in China are no longer cheap. In fact, average 
wages for a manufacturing worker in China are higher than most Asian emerging 
economies, and double than those in Indonesia, Philippines and Vietnam. This is 
based on a survey of 4,600 Japanese companies. 

Even in the absence of both these 
factors, the Yuan has already 
appreciated against most peers in 
ASEAN over the past 3 years 

Together with wage inflation, 
Chinese labour is now twice as 
expensive as Vietnam and 50% 
more than Thailand 
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Figure 15: Average cost of a manufacturing worker, 4Q16 (US$/year) 

 
Source:  Japan External Trade organization, based on a survey of 4,600 Japanese multinationals This survey was 
conducted during 11 Oct 2016 – 11 Nov 2016 

The same Japanese companies were asked about intentions to expand in the next 
1-2 years. They responded that they were most likely to expand in Myanmar and 
Cambodia (albeit from a low base). They were least likely to expand in China.  

Figure 16: The % of Japanese companies surveyed currently operating in one or 
other Asian countries which expected to expand over the next 1-2 years (%) 

 
Source:  Japan External Trade organization, based on a survey of 4,600 Japanese multinationals This survey was 
conducted during 11 Oct 2016 – 11 Nov 2016 

The numbers above are from a survey conducted by the Japanese External Trade 
Organization (JETRO) on business conditions for Japanese companies operating in 
Asia. There was another survey conducted around the same time by the Japan 
Bank for International Cooperation (JBIC) on overseas operations by Japanese 
manufacturing companies globally. One of the questions this survey addresses is 
the outlook on China and the stance towards future business operations. When 
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This is reflected in Japanese 
companies' low propensity to 
expand in China 

90% of Japanese companies 
surveyed were concerned by the 
trends in the Chinese economy 
and wage levels 
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the manufacturers were asked about the outlook in China, more than 90% 
responded they were concerned by trends in the Chinese economy and wages. 

Figure 17: Concerns of Japanese manufacturers towards China 

 
Source:  Japan bank for International Cooperation, Survey report on Overseas Business Operations by Japanese 
Manufacturing Companies, FY2015 survey 

When asked whether they would consider risk diversification across other 
countries, 50% responded they would. This highlights a key argument; it is not 
just the intention of Chinese companies which could direct future inward FDI 
towards ASEAN; it is also companies from other countries which either are already 
operating in China and are considering relocating some or all of their operations, 
or companies which are choosing where to set up new manufacturing facilities 
and would otherwise have gone to China but may now consider alternative 
locations. 

Figure 18: Japanese manufacturers stance towards future business operations 
in China 

 
Source:  Japan bank for International Cooperation, Survey report on Overseas Business Operations by Japanese 
Manufacturing Companies, FY2015 survey 
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50% of companies surveyed said 
they were considering risk 
diversification to other countries 
or regions 



 

 Thailand Strategy   30 January 2017 

 

 13 

Even if companies were considering either alternative manufacturing locations to 
China, how do other Asian emerging and frontier economies compare? In the 
aforesaid JBIC survey, companies were asked to identify where poor infrastructure 
was a hindrance to doing business. Malaysia and Thailand actually ranked ahead of 
China (where airports were the biggest impediment). Conversely, the frontier 
economies of Bangladesh, Cambodia, Laos, Myanmar, Pakistan and Sri Lanka 
ranked poorest. In between were Philippines, Indonesia and Vietnam (the 'VIP 
countries').  

Figure 19: Assessment of infrastructure in Asia. The proportion of respondents who identified problems as a hindrance 
to doing business in the respective countries (%) 

 
Infrastructure problems are a hindrance to doing business 

 
Electricity Indus. Water Roads Railways Ports Airports Weighted avg. 

 
(%) (%) (%) (%) (%) (%) (%) 

Malaysia - 0.7 - 1.4 - 19.9 2.0 

Thailand 0.6 1.0 2.3 2.1 0.7 14.9 2.2 

China 4.0 2.0 1.0 0.8 2.6 19.7 4.0 

Philippines 4.4 1.9 5.3 3.1 17.1 37.0 7.3 

Vietnam 8.1 4.0 9.0 4.3 3.3 29.1 7.8 

Indonesia 6.8 2.4 21.0 7.1 11.8 29.6 8.9 

India 24.1 9.5 17.1 6.6 7.5 37.2 16.9 

Sri Lanka 33.3 20.8 16.0 28.6 17.4 58.3 28.1 

Cambodia 42.1 22.6 22.2 23.3 18.8 51.6 31.2 

Myanmar 55.8 27.0 29.3 22.9 20.5 48.6 37.7 

Laos 55.6 33.3 33.3 30.4 26.1 52.4 41.5 

Pakistan 54.2 38.1 38.1 38.9 30.0 47.6 43.7 

Bangladesh 72.0 45.0 45.5 44.4 35.0 42.9 53.0 
 

Source:  Japan bank for International Cooperation, Survey report on Overseas Business Operations by Japanese Manufacturing Companies, FY2015 survey, UBS 
Note: The weighted score was calculated by UBS. We assigned a 33% weighting to each of electricity, water and transport.  

The recent experience suggests a growing number of 
Chinese companies are already  looking to Thailand and 
ASEAN 

However, regardless of whether the Chinese currencies appreciates, or whether 
the new US administration decides to impose punitive tariffs on China, there is 
evidence that a growing number of Chinese companies are already investing in 
Thailand and ASEAN.  

We increasingly detect this from our meetings with local management. Ticon, 
which has developed one of Thailand's largest networks of factories for rent 
recently commented that of their new tenants in 2016, 40% were either from 
China or Taiwan. This compares to less than 10% in 2014-15 and the total 
outstanding tenant mix of only 3%. 

To date, foreign direct investment (in value terms) from China still lags far behind 
that of Japan. However, in terms of the recent applications for BoI tax applications, 
and in the growing numbers of work permits issued to Chinese nationals we 
believe that the value of inward FDI from Chinese companies is likely to continue 
rising sharply in the coming years.  

We believe superior infrastructure 
in Thailand and Malaysia 
mitigates cheaper wages in the 
'VIP countries' 

There is evidence that a growing 
number of Chinese companies are 
already turning to Thailand and 
ASEAN, albeit from a low base 
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Figure 20: Cumulative FDI to Thailand from China and Japan, 2005-2015 (US$m) 

 
Source:  The Bank of Thailand 

The number of applications by Chinese companies to the Thai Board of Investment 
for tax privileges has been trending higher for the past 10 years. However, it is 
from a very low base and today, the number of applications by Japanese 
companies is still more than double that for Chinese firms. The projects also tend 
to be larger, by investment value. 

Figure 21: Applications to the Thai BoI for tax privileges by Chinese and 
Japanese companies (# of projects) 

 
Source:  Thai Board of Investment 

The number of Japanese nationals with Thai work permits has been relatively 
stable over the past three years. Contrast this with work permits issued to Chinese 
nationals, it has risen by almost 50% over the same period. 
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Applications for BoI tax privileges 
have doubled over the past five 
years… 

…As have the number of Chinese 
with Thai work permits 



 

 Thailand Strategy   30 January 2017 

 

 15 

Figure 22: Number of foreign nationals approved for work permit (number as 
of December each year) 

 
Source:  Thai Ministry of labour, Office of Foreign Workers Administration 

One caveat 

To date, inward FDI into China and ASEAN, whilst different in scale appears to be 
correlated in recent years. The question is therefore, can inward FDI into ASEAN 
rise whilst that into China is flat or falling?  

We believe it requires change, and that is why we think it is topical to discuss this 
question now. Firstly, the incoming US administration already appears to be 
substantially different in approach to previous, recent administrations. Secondly, 
geo-politics beyond Sino-US relations; this is evidenced from the survey of 
Japanese companies above (80% of respondents cited Sino-Japanese politics as a 
concern). Thirdly, because of the establishment of the single ASEAN Economic 
Community, with more than 600m potential consumers and a growing middle 
class. Finally, because of the change in relative cost of doing business in China. 

Figure 23: Inward FDI into China vs ASEAN ex Singapore 

 
Source:  UNCTAD 
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The above is all well in theory, 
but can the trend in ASEAN FDI 
de-couple from China? We are 
still waiting to see 
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Beyond the impact on manufacturing, inward investment 
could provide a boost for infrastructure and the property 
sector 

On 13 December 2016, Thailand’s cabinet approved a new infrastructure action 
plan, 'the 2017 Action Plan'. The new Plan consists of 36 projects worth Bt896bn, 
all in addition to those in the 2016 Plan. This Plan details projects that are to be 
initiated in 2017, but not necessarily completing them in 2017. The Action Plan 
anticipates that all 36 projects should be completed within eight years. 

Figure 24: 2016 Action Plan worth Bt1,400bn   Figure 25: 2017 Action Plan worth Bt896bn 

 

 

 

Source:  Ministry of Transport, UBS  Source:  Ministry of Transport, UBS 

Of the 2016 Action Plan 15 projects out of 20 approved have already been 
approved. In addition, 14 of them, worth 545bn, have entered the auction phase. 
The outstanding projects from 2016 (four high-speed train projects, the purple and 
red mass-transit line projects) combined with the 2017 Action Plan projects should 
create Bt1,762bn worth of projects over the next eight years. This is more than a 
two-fold increase, the total remaining projects are equivalent to 13% of 2016E 
GDP. 

Figure 26: Combining 2016 and 2017 Action Plans 

 
Source:  Ministry of Transport, SRT, MRTA, UBS estimates 

In addition, we analysed which regions would benefit in the long term from direct 
infrastructure spending. Bangkok and the vicinity should be the largest 
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beneficiaries from an increase the mass-transit network. However, we also see 
significant sums being disbursed into the North-eastern and Northern regions of 
Thailand, particularly in terms of rail transport investments.  

Figure 27: Investment by region (Bt bn) 

 
Source:  Ministry of Transport, SRT, MRTA, UBS estimates 

From the new Action Plan, we include three mega-projects into our forecast. Even 
though this may fall short of government expectations, we think this is significant 
enough to boost infrastructure spending when combined with the projects from 
2016. We estimate total spending will be equal to 8% of 2016E GDP and 4.6x of 
the combined 2015 backlog of the four largest industrial contractors. We forecast 
incremental spending of Bt153bn and Bt246bn for 2017 and 2018, respectively. 
This is a big boost when compared with public construction spending in 2007-
2014, which ranged from Bt440bn to Bt499bn per annum.  

By analysing each mega-project, together with our checks, we have built a revised 
timetable for government disbursements based on what we thought was the most 
realistic timetable given the practical constraints. We estimate that over the next 
eight years the government could execute 40% of the total planned new mega-
projects, the sum of the 2016 and 2017 Action Plans. Nevertheless, there will be a 
contribution from on-going projects that predate 2015.  

Figure 28: Incremental infrastructure investment spending forecast ((Btm) 

 
Source:  MOT, MRTA, SRT, CK, UBS 
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Figure 29: New and old project spending in Bt m 

Btm 2016E 2017E 2018E 2019E 2020E 2021E 2022E 2023E Total 

Existing projects 58,096 58,739 54,085 34,992 6,735 - - - 212,646 

New projects 35,793 94,128 191,487 248,615 187,056 111,629 59,132 611 928,451 

Total 93,889 152,867 245,572 283,607 193,791 111,629 59,132 611 1,141,097 

% chg from previous  -0.5% -2.8% 5.9% 10.9% 7.5% -4.3% -20.2% 0.0% 2.7% 
Source:  MOT, MRTA, SRT, CK, UBS 

What we have not factored into our estimates is any contribution from the four 
proposed high speed railways under the 2016 Action Plan. Two of these were 
anticipated to be government-to-government agreements. The largest of which 
would be a more than 800km railway from Bangkok to the border with Laos, 
linking up with another route China is constructing through Laos which should 
eventually provide a seamless, rapid rail connection between Thailand and China. 
Progress has been slow but the Thai government continues to insist that this 
project will proceed. The Chinese capital may yet have a significant role to play in 
this investment  

Figure 30: 2016 Action Plan 

 
Source:  Ministry of Transport 

Trends we discuss here sit well with Thailand's new, great 
hope for the future – the Eastern Economic Corridor 

The topics we have discussed here – namely the outlook for foreign direct 
investment and infrastructure spend – complement the government's biggest 
initiative to "move Thailand forward". This is the name given to a package of 
policy initiatives designed to achieve Thailand's full growth potential despite 
challenges from negative demographics and increasing competition from newly 
emerging ASEAN countries such as Vietnam.  

Gvt 20 project '2016-2017 Immediate Action Plan' Bt bn Approved Auction phase
Air Transport 50                   

1 Suvharnabhumi Airport expansion 50                    
Dual Track (1m gauge) 116                 

1 Jira - Konkaen 24                    
2 Mapkabao - Jira 30                    
3 Nakorn Pathom - Huahin 20                    
4 Prachuab Krikun - Chumporn 17                    
5 Lopburi - Paknampo Project 25                    

Mass Transit Trains 396                 
1 Orange Line Project: Cultural center - Minburi 110                  
2 Pink Line Project: Kaerai - Minburi 57                    
3 Yellow Line Project: Lad Prao - Samrong 55                    
4 Light & Dark Red Line Project 44                   
5 Purple Line (South) Tao Poon - Ratchaburana 131                 

Motorway & Expressway 144                 
1 Pattaya - Maptaput 18                    
2 Bang Pa In - Saraburi - Nakornrachasima 77                    
3 Bang yai - Karnchanaburi 49                    

Standard Gauge 1.435 (Highspeed) 701                 
1 Bangkok -Nakornrachasima (Thai - Chinese railway) 230                 
2 Bangkok - Pitsanulok (Chiang Mai Thai Japanese railway) 224                 
3 Bangkok - Huahin 95                   
4 Bangkok - Rayong 153                 

Water Transport 4                     
1 Laem Chabang Port A 2                      
2 Train transport link Laem Chabang  Phase 1 2                      

Total 20 Projects 1,411              75% 70%

Thailand is still negotiating with 
china over the construction of a 
first high-speed train 

A bold new industrial policy! 
Arguably the first since the early 
1990s 
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The centre piece of the government's programme is the Eastern Economic Corridor 
(EEC). If it is successful, it could boost both private and public investment spend, 
something successive governments have been unable to do since the Asian 
Financial Crisis 20 years ago.  

Figure 31: Thailand total gross fixed capital formation as a % of GDP 

 
Source:  CEIC, haver, UBS 

The EEC is envisaged as a giant Special Economic Zone (SEZ) encapsulating three 
provinces to the east of Bangkok, Chachoengsao, Chon Buri and Rayong. What 
differentiates this SEZ from previous initiatives is 1) that it builds upon 
infrastructure which already exists and 2) the involvement of the private sector at 
an early stage. The government has reached out to both leading Thai and global 
companies to provide a platform which is fit-for-purpose. 

What already exists in the EEC 

 The EEC includes 21 functioning industrial estates ready for investment 
(covering more than 2,300 hectares) and there are six more under construction.  

 The EEC is already home to significant industry clusters in automotive, 
electronics and petrochemicals, and almost 4,000 factories. 

 The area has excellent infrastructure in the form of 20 power plants, two large 
deep sea ports and good transport connectivity to sea and air ports and to 
Bangkok.  

 The area includes one of Thailand's largest tourist destinations, Pattaya. A ferry 
service across the Gulf of Thailand (which commenced in January) also now 
provides much faster access to Hua Hin, another established tourist destination. 

 The EEC includes U-Tapao international airport, which has significant 
development potential (see below) and is close to Suvarnabhumi International 
airport. 

 The EEC currently houses three universities and six technical colleges. The 
government envisages the establishment of further vocational training centres. 
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The aim to kick start investment 
which has been moribund for the 
past 20 years 

We believe the EEC makes sense. 
It builds on what already works 
and the government has actively 
engaged with the private sector 
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The government's aim is not only to make the EEC the best and most modern SEZ 
in ASEAN, but to grow existing industries and to attract new ones. Existing 
industries the government wants to uplift are next generation vehicles, smart 
electronics, medical wellness industry, agriculture and biotechnology. New 
industries the government seeks to encourage are robotics, as a medical hub, 
aviation repair and maintenance, biofuels and biochemical and disruptive 
technology.  

They envisage investment in both hard and soft infrastructure. The latter is new 
and would be the most radical development of all. It is also something which 
probably would not be possible without Thailand's unusual current political 
structure. 

Planned investment in hard infrastructure 

 Expansion of the deep sea port at Laem Chabang (cost: US$1bn) 

 Expansion of the Map Ta Phut Industrial Port (cost: US$290m). 

 A new double track railway to Map Ta Phut Port (cost: US$1.8bn) 

 A high-speed train from Bangkok to Rayong (cost: US$4.5bn) 

 A new motorway to Map Ta Phut (cost: US$580m) 

 Expansion of passenger capacity of U-Tapao airport from 800,000 arrivals per 
annum to 3m, and 

 Further zoning and lease of part of U-Tapao airport to a commercial aircraft 
manufacturer as a centre for maintenance and repair of aircraft. 

Planned investment in soft infrastructure 

 To pass Thailand's first ever area–specific law granting special authority to these 
three provinces in the area of industrial policy, trade facilitation and financial 
services. The government referred to something akin to the 'Shanghai Free 
Trade Zone'.  

 The Board of Investment would be authorised to grant additional tax incentives 
to attract companies to establish in this SEZ, over and above what they could 
offer companies who established anywhere else in Thailand.  

 The area should include a 'Global Business Hub'. Companies established in this 
centre would not be required to convert any overseas earnings into Thai Baht. It 
would effectively operate as an offshore financial centre.  

In other words, in addition to push factors such as geo-politics and changing 
competitiveness which could incentivise companies (Chinese or otherwise) to invest 
in Thailand, there would be pull factors in the form of excellent infrastructure 
(both hard and soft) and financial incentives.  

The larger picture, a potential hollowing out of Thai SMEs? 

In future years, it seems likely that Thai companies would anyway be increasingly 
competing with their Chinese peers. These could be either new investors from 
China in Thailand, or it could simply be Chinese companies who choose to sell into 
Thailand. Change in Sino-Us relations under the new US administration could 
accelerate this. 

The aim is to grow existing 
industries and to attract new 
ones 

Investment in both hard and soft 
infrastructure 

Change is coming. For Thai 
companies, doing nothing is not 
an option, we believe 
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The scale of the challenge is evident from the chart below. Thailand's trade deficit 
with China between 1995 and 2009 averaged US$1bn. Based on annualised data 
for the first 11 months of 2016, this has expanded to US$19bn.  

Figure 32: Thai trade balance with China, 1995 – 11M2016 (US$m) 

 
Source:  Bank of Thailand, UBS 

This poses a potential threat to Thai companies, especially those SMEs who lack a 
brand or other significant barrier to entry. Those companies which prosper should 
be either those which complement new Chinese entrants (e.g. as suppliers of 
goods or more likely services) or those which are able to differentiate themselves 
either by investment in new technology or brand. Either way, we believe the 
government's offer to subsidise investment through tax credits is timely, and in our 
opinion, necessary. 'Business as usual' is not likely to be an option. 

What is the net impact for our outlook for Thailand and 
how should investors position for these changes? 

Our most preferred stocks feature many names which should benefit from an 
increase in investment, particularly banks and property. Conversely, our least 
preferred are more skewed towards domestic consumption, which after a strong 
2016, we believe should underperform over the next 12 months. 
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Figure 33: Most and least preferred Thai stocks 

 
BBG 

 
Mkt cap Price Core PE (x) Div. Yield P/BV ROE PT 

 
Code Rating (US$ m) (Bt.) 2017E 2018E 2017E 2017E FY17E (Bt.) 

Most preferred 
          

IRPC IRPC.BK Buy 3,069 5.3 12.3 10.4 4.1% 1.3 10.7% 6.1 

Kasikornbank KBANK.BK Buy 12,716 187.50 12.1 10.6 2.1% 1.3 11.2% 196.00 

PTT Public PTT.BK Buy 33,832 418.00 11.0 11.5 3.1% 1.4 13.6% 443.00 

Siam Cement SCCC.BK Buy 17,546 516.00 12.6 12.6 3.2% 2.3 19.6% 570.00 

Sino-Thai Eng. STEC.BK Buy 1,063 24.60 29.0 21.0 1.4% 3.5 12.6% 30.40 

Supalai SPALI.BK Buy 1,192 24.50 7.2 6.4 5.5% 1.6 23.4% 30.40 

TMB Bank TMB.BK Buy 2,862 2.32 11.5 9.4 2.6% 1.1 10.2% 2.40 

Total Access DTAC.BK Buy 2,852 42.50 46.4 9.7 1.1% 2.8 7.8% 48.00 

           

Least preferred 
          

Bumrungrad Hospital BH.BK Sell 3,731 181.00 34.2 30.5 2.0% 8.4 25.6% 166.00 

Home Product Center HMPRO.BK Sell 3,876 10.40 32.4 28.9 2.7% 7.8 24.3% 7.70 

LPN Development LPN.BK Sell 535 12.80 16.0 9.7 3.4% 1.5 9.3% 8.50 

Thai Airways THAI.BK Sell 1,385 22.40 11.4 8.6 0.0% 1.2 11.0% 22.00 

Thai Oil TOP.BK Sell 4,191 72.50 10.3 14.2 4.4% 1.3 13.0% 67.00 
 

Note: data based on closing prices on 27 January 2017 
Source:  UBS estimates 

 

 

 

 
    

Valuation Method and Risk Statement 

There are many uncertainties in equity investing but, generally, economic and 
policy surprises are the most constant risks. Economic growth can be volatile, 
leading to earnings uncertainty. Inflation can likewise lead to interest rate volatility. 
The direction and level of policy rates have a substantial impact on equity 
valuations. Political events can also impact growth and risk premiums significantly.  
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When you receive Global Research via a third party vendor, e-mail or other electronic means, your use shall be subject to this Global Research Disclaimer and to UBS's 
Terms of Use/Disclaimer (http://www.ubs.com/global/en/legalinfo2/disclaimer.html). By accessing and/or using Global Research in this manner, you are indicating that 
you have read and agree to be bound by our Terms of Use/Disclaimer. In addition, you consent to UBS processing your personal data and using cookies in accordance 
with our Privacy Statement (http://www.ubs.com/global/en/legalinfo2/privacy.html) and cookie notice (http://www.ubs.com/global/en/homepage/cookies/cookie-
management.html). 

If you receive Global Research, whether through a System or by any other means, you agree that you shall not copy, revise, amend, create a derivative 
work, transfer to any third party, or in any way commercially exploit any UBS research provided via Global Research or otherwise, and that you shall not 
extract data from any research or estimates provided to you via Global Research or otherwise, without the prior written consent of UBS.   

This document is for distribution only as may be permitted by law. It is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or 
resident of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or 
would subject UBS to any registration or licensing requirement within such jurisdiction. It is published solely for information purposes; it is not an advertisement nor is it 
a solicitation or an offer to buy or sell any financial instruments or to participate in any particular trading strategy. No representation or warranty, either expressed or 
implied, is provided in relation to the accuracy, completeness or reliability of the information contained in this document ("the Information"), except with respect to 
Information concerning UBS. The Information is not intended to be a complete statement or summary of the securities, markets or developments referred to in the 
document. UBS does not undertake to update or keep current the Information. Any opinions expressed in this document may change without notice and may differ or 
be contrary to opinions expressed by other business areas or groups of UBS. Any statements contained in this report attributed to a third party represent UBS's 
interpretation of the data, information and/or opinions provided by that third party either publicly or through a subscription service, and such use and interpretation 
have not been reviewed by the third party. 

Nothing in this document constitutes a representation that any investment strategy or recommendation is suitable or appropriate to an investor’s individual 
circumstances or otherwise constitutes a personal recommendation. Investments involve risks, and investors should exercise prudence and their own judgement in 
making their investment decisions. The financial instruments described in the document may not be eligible for sale in all jurisdictions or to certain categories of 
investors. Options, derivative products and futures are not suitable for all investors, and trading in these instruments is considered risky. Mortgage and asset-backed 
securities may involve a high degree of risk and may be highly volatile in response to fluctuations in interest rates or other market conditions. Foreign currency rates of 
exchange may adversely affect the value, price or income of any security or related instrument referred to in the document. For investment advice, trade execution or 
other enquiries, clients should contact their local sales representative. 

The value of any investment or income may go down as well as up, and investors may not get back the full (or any) amount invested. Past performance is not necessarily 
a guide to future performance. Neither UBS nor any of its directors, employees or agents accepts any liability for any loss (including investment loss) or damage arising 
out of the use of all or any of the Information. 

Any prices stated in this document are for information purposes only and do not represent valuations for individual securities or other financial instruments. There is no 
representation that any transaction can or could have been effected at those prices, and any prices do not necessarily reflect UBS's internal books and records or 
theoretical model-based valuations and may be based on certain assumptions. Different assumptions by UBS or any other source may yield substantially different results. 

This document and the Information are produced by UBS as part of its research function and are provided to you solely for general background information. UBS has no 
regard to the specific investment objectives, financial situation or particular needs of any specific recipient. In no circumstances may this document or any of the 
Information be used for any of the following purposes: 

(i) valuation or accounting purposes; 

(ii) to determine the amounts due or payable, the price or the value of any financial instrument or financial contract; or 

(iii) to measure the performance of any financial instrument. 

By receiving this document and the Information you will be deemed to represent and warrant to UBS that you will not use this document or any of the Information for 
any of the above purposes or otherwise rely upon this document or any of the Information. 

UBS has policies and procedures, which include, without limitation, independence policies and permanent information barriers, that are intended, and upon which UBS 
relies, to manage potential conflicts of interest and control the flow of information within divisions of UBS and among its subsidiaries, branches and affiliates. For further 
information on the ways in which UBS manages conflicts and maintains independence of its research products, historical performance information and certain additional 
disclosures concerning UBS research recommendations, please visit www.ubs.com/disclosures. 

Research will initiate, update and cease coverage solely at the discretion of UBS Investment Bank Research Management, which will also have sole discretion on the 
timing and frequency of any published research product. The analysis contained in this document is based on numerous assumptions. All material information in relation 
to published research reports, such as valuation methodology, risk statements, underlying assumptions (including sensitivity analysis of those assumptions), ratings 
history etc. as required by the Market Abuse Regulation, can be found on NEO. Different assumptions could result in materially different results. 

The analyst(s) responsible for the preparation of this document may interact with trading desk personnel, sales personnel and other parties for the purpose of gathering, 
applying and interpreting market information. UBS relies on information barriers to control the flow of information contained in one or more areas within UBS into other 
areas, units, groups or affiliates of UBS. The compensation of the analyst who prepared this document is determined exclusively by research management and senior 
management (not including investment banking). Analyst compensation is not based on investment banking revenues; however, compensation may relate to the 
revenues of UBS Investment Bank as a whole, of which investment banking, sales and trading are a part, and UBS's subsidiaries, branches and affiliates as a whole. 

For financial instruments admitted to trading on an EU regulated market: UBS AG, its affiliates or subsidiaries (excluding UBS Securities LLC) acts as a market maker or 
liquidity provider (in accordance with the interpretation of these terms in the UK) in the financial instruments of the issuer save that where the activity of liquidity 
provider is carried out in accordance with the definition given to it by the laws and regulations of any other EU jurisdictions, such information is separately disclosed in 
this document. For financial instruments admitted to trading on a non-EU regulated market: UBS may act as a market maker save that where this activity is carried out in 
the US in accordance with the definition given to it by the relevant laws and regulations, such activity will be specifically disclosed in this document. UBS may have issued 
a warrant the value of which is based on one or more of the financial instruments referred to in the document. UBS and its affiliates and employees may have long or 
short positions, trade as principal and buy and sell in instruments or derivatives identified herein; such transactions or positions may be inconsistent with the opinions 
expressed in this document. 

United Kingdom and the rest of Europe:  Except as otherwise specified herein, this material is distributed by UBS Limited to persons who are eligible counterparties 
or professional clients. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation 
Authority.   France:  Prepared by UBS Limited and distributed by UBS Limited and UBS Securities France S.A. UBS Securities France S.A. is regulated by the ACPR 
(Autorité de Contrôle Prudentiel et de Résolution) and the Autorité des Marchés Financiers (AMF). Where an analyst of UBS Securities France S.A. has contributed to this 
document, the document is also deemed to have been prepared by UBS Securities France S.A.   Germany:  Prepared by UBS Limited and distributed by UBS Limited and 
UBS Europe SE. UBS Europe SE is regulated by the Bundesanstalt fur Finanzdienstleistungsaufsicht (BaFin).   Spain:  Prepared by UBS Limited and distributed by UBS 
Limited and UBS Securities España SV, SA. UBS Securities España SV, SA is regulated by the Comisión Nacional del Mercado de Valores (CNMV).   Turkey:  Distributed 
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by UBS Limited. No information in this document is provided for the purpose of offering, marketing and sale by any means of any capital market instruments and 
services in the Republic of Turkey. Therefore, this document may not be considered as an offer made or to be made to residents of the Republic of Turkey. UBS AG is not 
licensed by the Turkish Capital Market Board under the provisions of the Capital Market Law (Law No. 6362). Accordingly, neither this document nor any other offering 
material related to the instruments/services may be utilized in connection with providing any capital market services to persons within the Republic of Turkey without the 
prior approval of the Capital Market Board. However, according to article 15 (d) (ii) of the Decree No. 32, there is no restriction on the purchase or sale of the securities 
abroad by residents of the Republic of Turkey.   Poland:  Distributed by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce regulated by the Polish 
Financial Supervision Authority. Where an analyst of UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce has contributed to this document, the 
document is also deemed to have been prepared by UBS Limited (spolka z ograniczona odpowiedzialnoscia) Oddzial w Polsce.   Russia:  Prepared and distributed by UBS 
Bank (OOO).   Switzerland:  Distributed by UBS AG to persons who are institutional investors only. UBS AG is regulated by the Swiss Financial Market Supervisory 
Authority (FINMA).   Italy:  Prepared by UBS Limited and distributed by UBS Limited and UBS Limited, Italy Branch. Where an analyst of UBS Limited, Italy Branch has 
contributed to this document, the document is also deemed to have been prepared by UBS Limited, Italy Branch.   South Africa:  Distributed by UBS South Africa (Pty) 
Limited (Registration No. 1995/011140/07), an authorised user of the JSE and an authorised Financial Services Provider (FSP 7328).   Israel:  This material is distributed by 
UBS Limited. UBS Limited is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. 
UBS Securities Israel Ltd is a licensed Investment Marketer that is supervised by the Israel Securities Authority (ISA). UBS Limited and its affiliates incorporated outside 
Israel are not licensed under the Israeli Advisory Law. UBS Limited is not covered by insurance as required from a licensee under the Israeli Advisory Law. UBS may 
engage among others in issuance of Financial Assets or in distribution of Financial Assets of other issuers for fees or other benefits. UBS Limited and its affiliates may 
prefer various Financial Assets to which they have or may have Affiliation (as such term is defined under the Israeli Advisory Law). Nothing in this Material should be 
considered as investment advice under the Israeli Advisory Law. This Material is being issued only to and/or is directed only at persons who are Eligible Clients within the 
meaning of the Israeli Advisory Law, and this material must not be relied on or acted upon by any other persons.   Saudi Arabia:  This document has been issued by 
UBS AG (and/or any of its subsidiaries, branches or affiliates), a public company limited by shares, incorporated in Switzerland with its registered offices at 
Aeschenvorstadt 1, CH-4051 Basel and Bahnhofstrasse 45, CH-8001 Zurich. This publication has been approved by UBS Saudi Arabia (a subsidiary of UBS AG), a Saudi 
closed joint stock company incorporated in the Kingdom of Saudi Arabia under commercial register number 1010257812 having its registered office at Tatweer Towers, 
P.O. Box 75724, Riyadh 11588, Kingdom of Saudi Arabia. UBS Saudi Arabia is authorized and regulated by the Capital Market Authority to conduct securities business 
under license number 08113-37.   Dubai:  The information distributed by UBS AG Dubai Branch is intended for Professional Clients only and is not for further 
distribution within the United Arab Emirates.   United States:  Distributed to US persons by either UBS Securities LLC or by UBS Financial Services Inc., subsidiaries of 
UBS AG; or by a group, subsidiary or affiliate of UBS AG that is not registered as a US broker-dealer (a   ‘non-US affiliate’ ) to major US institutional investors only. UBS 
Securities LLC or UBS Financial Services Inc. accepts responsibility for the content of a document prepared by another non-US affiliate when distributed to US persons by 
UBS Securities LLC or UBS Financial Services Inc. All transactions by a US person in the securities mentioned in this document must be effected through UBS Securities 
LLC or UBS Financial Services Inc., and not through a non-US affiliate. UBS Securities LLC is not acting as a municipal advisor to any municipal entity or obligated person 
within the meaning of Section 15B of the Securities Exchange Act (the "Municipal Advisor Rule"), and the opinions or views contained herein are not intended to be, 
and do not constitute, advice within the meaning of the Municipal Advisor Rule.   Canada:  Distributed by UBS Securities Canada Inc., a registered investment dealer in 
Canada and a Member-Canadian Investor Protection Fund, or by another affiliate of UBS AG that is registered to conduct business in Canada or is otherwise exempt 
from registration.   Mexico:  This report has been distributed and prepared by UBS Casa de Bolsa, S.A. de C.V., UBS Grupo Financiero, an entity that is part of UBS 
Grupo Financiero, S.A. de C.V. and is an affiliate of UBS AG. This document is intended for distribution to institutional or sophisticated investors only. Research reports 
only reflect the views of the analysts responsible for the reports. Analysts do not receive any compensation from persons or entities different from UBS Casa de Bolsa, 
S.A. de C.V., UBS Grupo Financiero, or different from entities belonging to the same financial group or business group of such. For Spanish translations of applicable 
disclosures, please see www.ubs.com/disclosures.   Brazil:  Except as otherwise specified herein, this material is prepared by UBS Brasil CCTVM S.A. to persons who are 
eligible investors residing in Brazil, which are considered to be: (i) financial institutions, (ii) insurance firms and investment capital companies, (iii) supplementary pension 
entities, (iv) entities that hold financial investments higher than R$300,000.00 and that confirm the status of qualified investors in written, (v) investment funds, (vi) 
securities portfolio managers and securities consultants duly authorized by Comissão de Valores Mobiliários (CVM), regarding their own investments, and (vii) social 
security systems created by the Federal Government, States, and Municipalities.   Hong Kong:  Distributed by UBS Securities Asia Limited and/or UBS AG, Hong Kong 
Branch.   Singapore:  Distributed by UBS Securities Pte. Ltd. [MCI (P) 007/09/2016 and Co. Reg. No.: 198500648C] or UBS AG, Singapore Branch. Please contact UBS 
Securities Pte. Ltd., an exempt financial adviser under the Singapore Financial Advisers Act (Cap. 110); or UBS AG, Singapore Branch, an exempt financial adviser under 
the Singapore Financial Advisers Act (Cap. 110) and a wholesale bank licensed under the Singapore Banking Act (Cap. 19) regulated by the Monetary Authority of 
Singapore, in respect of any matters arising from, or in connection with, the analysis or document. The recipients of this document represent and warrant that they are 
accredited and institutional investors as defined in the Securities and Futures Act (Cap. 289).   Japan:  Distributed by UBS Securities Japan Co., Ltd. to professional 
investors (except as otherwise permitted). Where this document has been prepared by UBS Securities Japan Co., Ltd., UBS Securities Japan Co., Ltd. is the author, 
publisher and distributor of the document. Distributed by UBS AG, Tokyo Branch to Professional Investors (except as otherwise permitted) in relation to foreign exchange 
and other banking businesses when relevant.   Australia:  Clients of UBS AG: Distributed by UBS AG (Holder of Australian Financial Services License No. 231087). 
Clients of UBS Securities Australia Ltd: Distributed by UBS Securities Australia Ltd (Holder of Australian Financial Services License No. 231098). This Document contains 
general information and/or general advice only and does not constitute personal financial product advice. As such, the Information in this document has been prepared 
without taking into account any investor’s objectives, financial situation or needs, and investors should, before acting on the Information, consider the appropriateness 
of the Information, having regard to their objectives, financial situation and needs. If the Information contained in this document relates to the acquisition, or potential 
acquisition of a particular financial product by a ‘Retail’ client as defined by section 761G of the Corporations Act 2001 where a Product Disclosure Statement would be 
required, the retail client should obtain and consider the Product Disclosure Statement relating to the product before making any decision about whether to acquire the 
product. The UBS Securities Australia Limited Financial Services Guide is available at: www.ubs.com/ecs-research-fsg.   New Zealand:  Distributed by UBS New Zealand 
Ltd. UBS New Zealand Ltd is not a registered bank in New Zealand. The information and recommendations in this publication are provided for general information 
purposes only. To the extent that any such information or recommendations constitute financial advice, they do not take into account any person’s particular financial 
situation or goals. We recommend that recipients seek advice specific to their circumstances from their financial advisor.   Korea:  Distributed in Korea by UBS Securities 
Pte. Ltd., Seoul Branch. This document may have been edited or contributed to from time to time by affiliates of UBS Securities Pte. Ltd., Seoul Branch.   Malaysia:  This 
material is authorized to be distributed in Malaysia by UBS Securities Malaysia Sdn. Bhd (Capital Markets Services License No.: CMSL/A0063/2007). This material is 
intended for professional/institutional clients only and not for distribution to any retail clients.   India:  Distributed by UBS Securities India Private Ltd. (Corporate Identity 
Number U67120MH1996PTC097299) 2/F, 2 North Avenue, Maker Maxity, Bandra Kurla Complex, Bandra (East), Mumbai (India) 400051. Phone: +912261556000. It 
provides brokerage services bearing SEBI Registration Numbers: NSE (Capital Market Segment): INB230951431, NSE (F&O Segment) INF230951431, NSE (Currency 
Derivatives Segment) INE230951431, BSE (Capital Market Segment) INB010951437; merchant banking services bearing SEBI Registration Number: INM000010809 and 
Research Analyst services bearing SEBI Registration Number: INH000001204. UBS AG, its affiliates or subsidiaries may have debt holdings or positions in the subject 
Indian company/companies. Within the past 12 months, UBS AG, its affiliates or subsidiaries may have received compensation for non-investment banking securities-
related services and/or non-securities services from the subject Indian company/companies. The subject company/companies may have been a client/clients of UBS AG, its 
affiliates or subsidiaries during the 12 months preceding the date of distribution of the research report with respect to investment banking and/or non-investment 
banking securities-related services and/or non-securities services. With regard to information on associates, please refer to the Annual Report at: 
http://www.ubs.com/global/en/about_ubs/investor_relations/annualreporting.html  

The disclosures contained in research documents produced by UBS Limited shall be governed by and construed in accordance with English law. 

UBS specifically prohibits the redistribution of this document in whole or in part without the written permission of UBS and UBS accepts no liability whatsoever for the 
actions of third parties in this respect. Images may depict objects or elements that are protected by third party copyright, trademarks and other intellectual property 
rights. © UBS 2017. The key symbol and UBS are among the registered and unregistered trademarks of UBS. All rights reserved. 
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